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Crisis in the European Automobile Industry: 








The paper explores the determinants of corporate crisis through an «organiza-
tional adaptation» perspective. In this regard, a research framework recently 
developed by scholars is at first shown. It is then tested in the European auto-
mobile industry through the analysis of the huge Fiat group’s economic and 
financial crisis in the nineties. Empirical findings are drawn from public archi-
val sources. The discussion of the main results and of the implications for fur-
ther research on the crisis of firms follow.  
Among the different methodological and theoretical perspectives on the de-
terminants of firms’ crisis developed by literature, the paper can help to en-
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1.  Introduction 
 
The crisis of firms has always been an outstanding topic in management stud-
ies. Nowadays, the scientific debate still concerns an effective identification 
and interpretation of the crisis factors, because of the heterogeneity of the re-
search perspectives (e.g. economic, accounting, organizational, strategic, socio-
logical and psychological).  
This paper explores the dynamics of corporate crisis through an «organiza-
tional adaptation» perspective. In other terms, the crisis of firms will be deep-
ened through the specific observations coming from those management theo-
ries which study the competitive relationship between a firm and the external 
environment in terms of «adaptation».  
At least in the last thirty years, the interpretation of the relationship between 
firms’ strategy and the environment has been prominent in literature. A num-
ber of divergent theories have been developed by scholars and «organizational 
adaptation» studies have found a huge relevance in management and organiza-
tion theory journals. The scientific debate, more deeply, concerns the role of 
the «firm’s strategic choice» and «environmental determinism» in defining ad-
aptation (Astley, Van de Ven, 1983; Gopalakrishnan, Dugal, 1998; Lewin, Vol-
berda, 1999; De Rond, Thietart, 2007).  
Environmental determinists argue that the firm’s decision makers are sub-
stantially dependent on the external environment in planning a firm’s strategy. 
Decision makers, more deeply, are fundamentally reactive, sometimes inactive 
with regard to environmental pressures. In the second half of the twentieth 
century, this view has been expressed at least by the contingentists (Burns, 
Stalker, 1961; Lawrence, Lorsch, 1967, Pugh et al., 1968), the technological de-
terminists  (Woodward,  1965),  the  population  ecologists  (Hannan,  Freeman, 
1977, 1984) and the neo-institutionalists (Di Maggio, Powell, 1983).  
«Strategic choice» voluntarists oppositely argue that the decision makers are 
basically  independent  of  the  external  environment.  Their  role,  as  a  conse-
quence, is fundamentally proactive in shaping the goal of a firm. In the second 
half of the twentieth century, this view has been expressed at least by the stra-
tegic choice theory (Child, 1972, 1997), the resource dependence theory (Pfef-
fer, Salancik, 1978), and the upper echelons theory (Hambrick, Mason, 1984). 
Moreover, determinists and voluntarists have not convergent views on the in-
terpretation of the determinants of a firm’s crisis.  
Over the years, scholars have developed theoretical and empirical studies in 
which  the  dycotomy  between  determinism  and  voluntarism  assumes  more 
convergent  configurations.  Determinism  and  voluntarism,  more  deeply,  are 4  G. ABATECOLA 
 
thought as orthogonal variables and their relationship is changing.  Firms, in 
other terms, can assume a strategic behaviour which is, depending on the case, 
proactive  or  reactive  to  the  environmental  pressures  (Bourgeois  III,  1984;  
Hrebiniak, Joyce, 1985; Pettigrew, 1987; Whittington, 1988; Papadakis, Liou-
kas, Chambers, 1998; Cafferata, 2007). 
The paper is structured as follows. The theoretical background is firstly 
highlighted. In the «organizational adaptation» perspective, more deeply, a re-
search framework on the determinants of a firm’s crisis, recently developed by 
scholars, is shown.    
The research framework is then tested in the European automobile industry 
through the analysis of the Fiat group’s economic and financial crisis in the 
nineties.  In  this  regard,  empirical  findings  are  drawn  from  public  archival 
sources. The discussion of the main results and of the implications for further 
research on the crisis of firms follow.  
Among the different methodological and theoretical perspectives on the de-
terminants of firms’ crisis developed by literature, the paper can help to en-
force the scientific conciliation desired by scholars (Van Witteloostuijn, 1998). 
 
2.   Theoretical background 
 
Among «organizational adaptation» scholars, the determinists and voluntarists 
have not developed convergent interpretations of the determinants of a firm’s 
crisis. Determinists, for example, basically agree on the idea that, whenever a 
crisis occurs, external determinants are more relevant than internal ones. Vol-
untarists oppositely argue that crises generally occur because the firm’s deci-
sion makers set up ineffective competitive strategies in their task environment. 
In a recent study, Mellahi and Wilkinson (2004) argue that determinism and 
voluntarism, if taken separately into account, are both insufficient to give an 
exhaustive explanation of why crises occur. From the literature review, more 
deeply, they develop a research framework on crisis issues. In this model, de-
terminism and voluntarism are assumed in an integrated perspective (Figure 1).  
With the exception of the psycological determinants, which are not tested in 
this paper, the research hypotheses in the model are discussed in the following 
sections.  
 
Environmental determinants: Stemming from «industrial economics» research on 
crisis,  Mellahi  and  Wilkinson  argue  that  radical  environmental  changes  are 
likely to produce a number of crises of firms. Changes can concern macroeco-
nomics, regulatory, technological or demand-side issues (Schumpeter, 1942). Crisis in the European Automobile Industry   5 
 
 
Ecological determinants: Population ecologists often consider the population den-
sity and the dimension and age of firms in the population as the most relevant 
determinants of a firm’s crisis.  
Population density is calculated according to the total number of firms in 
the population at a given point of time. Ecologists generally argue that density 
increases until it reaches a peak, then it decreases. Therefore, the evolution of 
density can be figured as an inverted U-shaped curve (Carroll, 1988; Hannan, 
Freeman, 1989).  
On account of this, for what concerns the relationship between population 
density and the market niche, some studies stress the role of the firm’s strategic 
location in the niche to evaluate the probability of a firm’s potential crisis. If 
the density increases, in terms of market concentration, crises are more likely 
to occur for firms which are located in the centre of the niche than for firms 
which are located in the periphery of the centre (Dobrev et al., 2002).  
For what concerns the relationship between the population’s dimension and 
the firm’s crisis, ecologists generally argue that the more firms are small, the 
more crises are likely to occur (Freeman et al., 1983).  
For what concerns the relationship between the population’s age and firm’s 
crisis, empirical results are not strictly convergent. A number of quantitative 
researches, more deeply, evidence that the mortality rate is higher in newer 
firms than in older ones. This is called by scholars as the «liability of newness» 
(Freeman et al., 1983). On the contrary, some scholars argue it as a specific «li-
ability of adolescence» (Bruderl, Schussler, 1990). 
Finally, some recent studies have deepened the whole relationship between 
the population’s dimension and age with the firm’s mortality rate in the general 
industry life cycle. More deeply, with regard to age some results evidence the 
mortality rate for start up firms to be higher in mature industrial sectors, lower 
in growing industries (Agarwal et al., 2002). With regard to dimension, on one 
hand empirical research evidences how, in growing industries, the mortality 
rate is higher in small firms; while, on the other hand, they evidence how, in 
mature industries, the mortality rate is quite high in all the firms, despite their 
specific dimension.  
 
Strategic determinants: Research has deeply investigated the relationship between 
a  firm’s  top management  team  (TMT) configuration  and  its  mortality  rate. 
With regard to the composition, some empirical researches evidence that, es-
pecially  in  turbulent environments, the  more TMTs  are  heterogeneous,  the 
more they are effective in reacting to crisis situations. With regard to TMT’s 
tenure, empirical research proves that, in crises situations, the more the TMT’s 6  G. ABATECOLA 
 
tenure is high, the more TMT considers external factors rather than internal 
ones as the most relevant determinants of the firm’s crisis (Wiersema, Bantel, 
1992; Greening, Johnson, 1996). 
Furthermore, with regard to the role of the TMT’s turnover as a specific de-
terminant for a firm’s crisis, empirical research is basically not homogeneous. 
More deeply, some researches show a positive correlation between the vari-
ables  (Brown,  1982;  Heather,  1993);  some  others  a  negative  one  (Virany, 
Tushman, Romanelli, 1992). Moreover, one would argue the TMT’s turnover 
to be often itself a consequence of the firm’s crisis.   
In the end, the possible relationship between a firm’s past performance and 
its current crisis situation, has been deeply explored by literature. Some schol-
ars argue that, especially after high performance and competitive success in the 
market, greed and presumption can sometimes affect the firm’s top decision 
makers (Miller, 1990). Presumption, more deeply, can dramatically affect the 
whole  firm’s  decision  making  process  through  a  negative  mechanism  that 
strategists call as «strategic dormancy» (Cafferata, 2007). The impact of strate-
gic dormancy on firm’s current performance can be potentially high and the 
firm’s crisis itself can result as the most dramatic consequence.    
 
3.  The Fiat group in the Nineties 
 
In the eighties, the Fiat Group improved its structural, financial and techno-
logical position in the automobile industry. However, at the end of the decade 
the group’s performance worsened again. In Italy, more deeply, the market 
share decreased from 60% in 1987 to approximately 52% in 1990. In 1993 the 
economic performance plunged, with a consolidated loss of 921 million Euro 
and the Italian market share decreased to 44%.  
As a consequence, structural investments were started with the aim of react-
ing to the performance decline. In 1994, new plants were built in Pratola Serra 
and Melfi. New car models were introduced in the automobile industry and 
some of them, like «Punto», were particularly appreciated by customers from 
the very beginning. Product innovations caused a temporary increase of the 
firm’s economic and financial performance between 1994 and 1997. In 1998, 
however, performance started to become worse again (Table 1). 
As depicted in the table, in 2001 the firm’s crisis became very evident. In 
this year, the consolidated loss amounted to 445 million Euro and the net debt 
amounted to 6,035 million Euro. On 10th December 2001, the Fiat Group’s Crisis in the European Automobile Industry   7 
 
 
Board of Directors publicly acknowledged the dramatic situation. At the same 
time, a turnaround plan was announced
2.  
In the period 2002-2006, several strategic, organizational and financial ac-
tions defined the firm’s turnaround. As a result, Fiat’s performance increased 
(Table 2)
3.  
On account of this, the analysis of the Fiat crisis in the nineties requires 
some preliminary remarks. The first concerns the Fiat Group’s diversification 
level in the period of time taken into account. Diversification, as is known, oc-
curs when a firm goes into business different from the core one. More deeply, 
if a positive correlation can be established between the new business and the 
core one, the diversification strategy can be defined as related. In this case, 
scope economies are often the goal of the firm’s diversification. But if no posi-
tive correlation can be set up between the new business and the firm’s core 
one, the diversification strategy is defined as unrelated. The goal of an unrelated 
diversification is often just financial, sometimes speculative. Through a simpli-
fication of Richard Rumelt’s (1974) diversification logic categories, in this pa-
per a diversification strategy is assumed as unrelated when the sum of revenues 
coming from firm’s strictly related business doesn’t exceed 70% of the con-
solidated group revenues.   
On account of this, in the nineties Fiat resulted as a lightly diversified group. 
The elaboration of financial data in the period 1993-2002 shows that the mean 
ratio between revenues coming from Fiat Auto, CNH (farm machinery) and 
Iveco (indutrial vehicles) and the total group revenues amounted to 77%. As a 
consequence, one would definitely argue that the Fiat crisis in the nineties must 
be deeply analyzed for what concerns the performance of its automobile core 
business. The specific performance of Fiat Auto, which produced about 49% 
of the total group revenues in the period 1993-2002, must be seriously taken 
into account.  
On account of this, some specific crisis dynamics frequently occurring in 
the automobile industry must be preliminary depicted. Some scholars argue 
that in the automobile industry a relevant lead time elapses between the mo-
ment in which a firm’s crisis really originates and the moment in which the cri-
sis definitely bursts to all the firm’s stakeholders (Volpato, 2004). As a conse-
quence, if one looks at the automobile industry, an effective diagnosis of the 
________________ 
2 As depicted in table 1, in 2002 the group’s economic performance got even worse. In this 
year, the consolidated loss amounted to 3,948 million Euro.  
3 In the end of 2005, only Fiat Auto scored economic losses among the Fiat Group’s subsidiar-
ies. At the end of 2006, moreover, Fiat Auto’s economic results, were themselves positive.  8  G. ABATECOLA 
 
temporal and causal dynamics of a firm’s crisis, like the triggering event, is not 
really simple.  
Finally, the total amount of cars sold worldwide by Fiat Auto in the period 
1993-2005 is shown in Table 3. 
As depicted in the table, Italy and Western Europe (which includes the first 
«fifteen European countries» and the three «EFTA countries») were the most 
important markets in which Fiat Auto sold its cars in the period 1993-2005. 
Moreover, one would notice that, at the same time, the Brazilian market was 
relevant for Fiat’s automobile business. However, the lack of data did not al-
low Fiat Auto’s performance in Brazil in the ecological section of the following 
analysis to be studied. 
  
4.   Analysis: environmental determinants 
 
In the Nineties, the European automobile industry was affected by relevant 
changes, like the conclusion of the European economic unification process. In 
Italy, as a consequence, the legal barriers which, in the past, protected Fiat 
from the foreign competition, were definitely removed.  
Furthermore, other relevant events, such as the efforts to improve public 
finance through privatization, occurred in the Italian economic and political 
scenario in the nineties. As a result, relevant changes affected the national de-
mand of goods and services, the State support to the overall public demand 
was dramatically reduced and new private subjects entered the Italian indus-
trial, banking and service sector.  
Moreover, the European automobile industry was affected by the final tran-
sition from the concept of «first supply market», which was characterized by 
most of the customers buying a car for the first time, to the concept of «substi-
tution market», which was characterized by most of the customers, like family 
groups, already having a first car (Volpato, 2002). This transition deeply af-
fected demand in the automobile industry, because of the increasing heteroge-
neity of customers and of the multi-motorization of family groups. As a con-
sequence, the reliability, quality and technological innovation of cars became 
some of the most relevant proxies in the automobile industry demand. Regard-
ing this, table 4 depicts the evolution of the Western European automobile in-
dustry market segmentation between 1996 and 2005. 
In the last column of the table, the variation rate of new cars’ registration 
per market segment between 1996 and 2005 is shown. This rate is equal to 0 
for the utilitarian vehicles, that one would consider as «first supply market» 
cars. On the contrary, the rate is higher for the «city cars», the «multi purpose Crisis in the European Automobile Industry   9 
 
 
vehicles» and the «sport utility vehicles» (respectively 55%, 636% and 241%), 
which, instead, one would consider as «substitution market» vehicles. Table 5 
depicts the evolution of the Italian automobile industry market segmentation 
between 1996 and 2005. 
As depicted in the table, the Italian variation rate for the «utilitarian vehi-
cles» is higher than the European one. As a consequence, one could firstly ar-
gue that changes in the demand affected the Italian automobile industry less 
than in Europe in the nineties. At the same time, however, one would notice 
that, in Italy, the variation rate for the «utilitarian vehicles» is still lower than 
the variation rate for the «city cars», and the «mean lower vehicles». This evi-
dence, as a result, seems to confirm those statements arguing that, in the nine-
ties, changes in the demand were relevant also in the Italian automobile indus-
try (Volpato, 2002).  
Furthermore, table 6 shows the evolution of fuel and diesel cars’ registra-
tion in the Italian automobile industry between 1996 and 2005.   
From this table, the primacy of diesel cars between 1996 and 2005 is clear, 
with a variation rate equal to 249%. Since 2004 diesel cars have become pre-
dominant also in absolute values.  
 Furthermore, the growing of the average international oil price between 
1990 and 2005 is depicted in Table 7. 
     As evident, the price of petrol and diesel constantly increased between 1990 
and 2005
4. This increase can be related to other relevant environmental factors, 
such as the high tension affecting the international political scenario in the 
nineties, by which the global inflation rate was definitely triggered off.  
To sum up, the depicted changes affecting the environmental factors forced 
the automobile players to start strategic counteractions in order to defend their 
competitive position in the automobile industry. As an example, commercial 
strategies  deeply  changed  and  a  relevant  concentration  process  occurred 
through mergers and acquisitions.  
In the nineties, however, Fiat Auto preferred to focus on other activities, 
such as the production engineering and assembly in the nineties. The commer-
cial strategies of Fiat, Lancia and Alfa Romeo were not empowered by the 
firm. As a result, relevant lacks in the quality of cars, the product range and the 
distribution network were very evident. For instance, some scholars argue that 
Fiat Auto made a huge mistake in extending over 6 or 7 years the life cycle of 
________________ 
4 Since 2001, petrol with lead has no longer been sold.  10  G. ABATECOLA 
 
car models which sold over the 250,000 units without introducing a new model 
(Volpato, 2002). 
 
5.   Ecological and strategic determinants: 
research methods  
 
5.1.  Population density, dimension and age 
 
The analysis explored ecological variables between 1990 and 2005
5. First of all, 
the overall population density of the automobile players was estimated. Density 
was calculated as follows. At first, the evolution of the Italian automobile in-
dustry in the period was considered. In this regard, the data source was given 
by UNRAE (which is the Italian Association of the Foreign Automobile Play-
ers), which shows new car registrations per brand in Italy. The original data 
was then aggregated per single firm, so mergers and acquisitions (M&A) occur-
ring in the industry were basically taken into account. Information concerning 
the birth of the players (and, in some cases, their exit from the market because 
of  the  M&A  process)  were  extrapolated  from  the  firm’s  official  web  sites. 
From this first elaboration, in the period 1990-2005 29 firms resulted as play-
ing in the Italian automobile industry, the amount including also those corpo-
rations that acted as independent firms until a certain year and then merged or 
were bought out. 
In this regard, one would consider that in their ecological analysis concern-
ing the automobile industry, Dobrev et al. (2002) used the annual amount of 
cars produced by firms as a proxy variable to calculate the population density. 
In this analysis, however, the proxy variable consisted of the annual new car 
registrations. Thus, density was not estimated with regard to the sole firms’ 
productive  capacity,  but  with regard  to the  real  customers response to  the 
firms’ production.      
The players’ absolute market share was then calculated both in Italy and in 
Western Europe. In the end, a first count of the population density in the pe-
riod was produced. Density was conceptualized both as the amount of firms 
playing in the industry in a certain year per number of new cars’ registration 
and per market share. In both the elaborations, dummy variables were used to 
point out the firm’s presence in the industry. More deeply, for what concerns 
the population density with regard to the firm’s market share, dummy variable 
________________ 
5 Please, contact the author for the analysis dataset. Crisis in the European Automobile Industry   11 
 
 
was equal to 1 when the firm’s market share was over than 1%. This value of 
population density was summed up both in Italy and Western Europe.  
Data processing then elaborated the firm’s dimension per market share be-
tween 1990 and 2005. The entity of the firms’ dimension led to a third popula-
tion density conceptualization, namedly «density as market concentration». As 
according to the analysis by Dobrev et al., market concentration was in this 
case the result of the annual sum of the market shares of the first 4 players per 
dimension. The age of the population was then calculated.  
 
5.2. Technological niche 
 
Technological market niche was then determined. The Italian automobile jour-
nal Quattroruote was the source for the data entry between 1996 and 2005. 
Methodology was as follows. Focusing on the car engine horsepower, all the 
car models per brand in the period were recorded. Following the analysis by 
Dobrev et al., the recorded models were then grouped per firms. This brought 
to the determination of the annual technological market niche of each player, 
in which the peak was represented by the player’s models with the highest en-
gine horsepower, the minimum point was represented by the player’s models 
with  the  lowest  engine  horsepower.  The  technological  market  niche  repre-
sented a proxy of the players’ annual production capacity, while no focus was 
put on the strict market reaction in terms of cars annually sold by each player. 
In the same way, the borders of the overall technological market niche in 
the period were determined. The overall niche market center was determined 
with regard to the annual four biggest players per dimension
6. 
In the end, the distance between each player’s market niche and the overall 
market niche was determined. This brought to a classification of firms whose 
distance from the niche centre was very high and firms whose distance from 
the niche centre was very low.   
 
5.3.  Strategic determinants 
 
Strategic determinants were explored between 1997 and 2005. Methodology 
was basically similar to the analysis by Wiersema and Bantel (1992). The Fiat 
________________ 
6 The elaboration of the overall niche market centre, like the definition of the niche borders, 
was determined through the configuration of both a minimum and maximum point. In this 
regard, the European automobile industry, in which the Italian market is included, was taken as 
reference for the elaboration. 12  G. ABATECOLA 
 
group’s TMT composition in the period was explored with regard to the pres-
ence of the following specific roles: the Group’s Chairman, Vice Chairman, 
Honorary Chairman and Chief Executive Officer; the Fiat Auto’s and Ferrari’s 
Chief Executive Officer.  
As a first premise, one would consider that the analysis involved the TMT’s 
composition of the Group at corporate level, not just Fiat Auto’s, because of 
the relevant influence of the group’s holding on the specific strategy of its 
automobile subsidiary.  
The TMT’s basic data (e.g. the curricula vitae), were extrapolated from public 
sources, such as the group’s official web site. Following the upper echelons 
perspective, some proxy variables (e.g. TMT’s age, years and tipe of education, 
tenure) were investigated.  
As a second premise, the specific weight of all the roles in the TMT was as-
sumed as the same. In other terms, a Chief Executive Officer was assumed to 
determine the TMT’s strategies with the same weight of an Honorary Chair-
man.  In  this  regard,  the  conceptual  underpinning  was  that,  in  the  period, 
members of the historical control family were often present in the TMT, al-
though they were officially not in the position of Chairman or Chief Executive 
Officer.  This  brought  to  the  empirical  assumption  of  a  substantial  parity 
among  the  roles.  Furthermore,  the  role  of  Vice  Chairman  and  Honorary 
Chairman were explicitly taken into account just because often held by men of 
the control family. In the end, when an office was held by two or more mem-
bers in the same year, the members’ specific weight was pondered focusing on 
the months of effective duty. 
Similar to Wiersema and Bantel’s analysis, the TMT’s annual overall amount 
was considered as a mean of the single amounts of each office in the TMT. 
The average value was used because the TMT’s composition in the period was 
not homogeneous for what concerns the number of offices. Furthermore, the 
two oldest members of the Agnelli family, have always been considered as pre-
sent in the TMT following their graduation. This underpinning basically influ-
enced the amount of the overall TMT’s tenure.  
The TMT’s average amount between 1996 and 2005 was then elaborated. 
The gap between each TMT’s annual amount and the TMT’s average amount 
was  then  considered.  This  gap  determined  the  TMT’s  «heterogene-
ity/homogeneity». In other terms, the higher the gap was, the more the TMT 
was assumed as heterogeneous in comparison to its average amount.  
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6.   Hypotheses and results 
 
6.1.  Ecological determinants 
 
In Table 8, descriptive statistics about ecological determinants are depicted. In 
the table, the evolution of the Italian and European automobile industry in the 
nineties is highlighted.  
The first focus considered the evolution of the automobile population den-
sity in the period. In Italy, the results concerning the first two expressions of 
density did not basically converge. If one considered density as the overall 
number of automobile players per new car registrations, results evidenced a 
substantially stable trend (from 24 players in 1990 to 23 players in 2005, with 
minimal fluctuations over the years). But if one considered density as the over-
all number of players per market share, results evidenced a basically growing 
trend (from 10 players in 1990 up to 15 players in 2005). In the end, if one 
considered density as market concentration, results evidenced a definitely de-
creasing trend (from 81% in 1990 to 59% in 2005). Furthermore, market con-
centration seemed the most appropriate to effectively understand the real den-
sity evolution in the Italian automobile industry.  
Data interpretation of the density evolution in the European automobile in-
dustry seemed less difficult. Results suggested a substantial stability in the pe-
riod, whether one looked at density as the number of players per new car regis-
trations or as market concentration (55% in 1990, 57% in 2005). 
On account of this, the ecological hypotheses mentioned in the theoretical 
background were tested.    
The starting hypothesis was that, if market concentration increases, firms 
located near the centre of the technological market niche are more likely to fail 
than  firms  located  far  from the  centre.  As  a  consequence,  hypothesis  1  was 
symmetrically derived: if market concentration decreases, firms located far from the centre 
of the technological market niche are more likely to fail than firms located near the centre.  
In  this  regard,  while  density  in  the  European  industry  didn’t  basically 
change in the period, one could consider the market concentration in Italy, 
which, as mentioned above, was continuously decreasing between 1990 and 
2005. Results suggested a double interpretation for what concerns the explana-
tion of the crisis of Fiat Auto in the period. More deeply, one could consider 
that the firm’s performance has been increasingly negative between 1997 and 
2002. As a consequence, Fiat Auto should have been located among the most 
distant firms from the centre of the overall technological market niche in the 
period. Data, on the contrary, evidenced that, among all the automobile players 14  G. ABATECOLA 
 
in the period, Fiat, General Motors, BMW, Ford and Volkswagen were the 
players whose location was the nearest to the niche centre
7. In this perspective, as 
a consequence, hypothesis 1 was not empirically supported. 
On the other contrary, however, Fiat Auto was distant from the niche cen-
tre 8 times more than Ford and 25 times more than Volkswagen, which are 
considerable «generalist players» as the Italian firm. Furthermore, General Mo-
tors, whose economic performance was perhaps worse than Fiat Auto’s in the 
nineties, was always distant from the niche centre 3 times more than Fiat Auto. 
These results, as a consequence, somehow supported  hypothesis 1
8.  
For what concerns the relationship between age and firm’s crisis, from the 
theoretical background hypothesis 2 was derived: crises are more likely to occur in 
newer firms than in older firms, highlighting a specific «liability of newness». In this regard, 
among the firms playing in the European automobile industry between 1990 
and 2005, Fiat Auto, together with General Motors, resulted as one the oldest 
players. As a consequence, results didn’t support hypothesis 2.   
For what concerns the relationship between a firm’s dimension and the 
probability of a crisis, from the theoretical background hypothesis 3 was derived: 
crises are more likely to occur in smaller firms than in bigger firms. In this regard, Fiat 
Auto has always been the biggest player in the Italian automobile industry be-
tween 1990 and 2005. As a consequence, hypothesis 3 was not supported.  
Furthermore,  this  last  observation  was  deepened  through  the  empirical 
evidence suggested by Agarwal et al. (2002), who found that, during the matur-
ity stage of an industry life cycle, crises are more likely to occur in all the firms, 
despite the firm’s specific dimension. In this regard, Figure 2 shows the Italian 
automobile industry life cycle between 1928 and 2005.  
From this figure, the current maturity stage of the Italian automobile indus-
try results as basically evident
9. New car registrations relevantly increased be-
tween 1996 and 1997, decreased between 1997 and 1999; they then increased 
again in 2000, with the peak of 2,425,542 new cars registered. In the period be-
tween  2001 and 2005 a new decrease was registered. On one hand, this evidence 
________________ 
7 The absolute value of the centre of the overall niche was always equal to about 200 between 
1990 and 2005. As a consequence, the distance of 100 points was considered the threshold to 
conceptually set if a single player was «near» or «far» from the overall niche centre.  
8 However, Fiat Auto’s distance from the niche centre increased in the period 2002-2004 (in 
2003 and 2004 also the firm’s performance increased). In 2005, instead, the distance from the 
niche centre decreased to 7.5 points, which represented the minimum value in the period. In 
2005, as is known, the firm’s performance improved.  
9 Data on new car registrations in Italy concern the period 1928-2005. Crisis in the European Automobile Industry   15 
 
 
supported the results by Agarwal et al. On the other hand, it partially faded the rejection of 
hypothesis 3
10.  
For what concerns the automobile industry at European level, data interpre-
tation was more difficult, because Fiat Auto’s European market share, although 
relevantly lower than the Italian one, allowed the firm to be considered the 
fifth European player per dimension. Taken into account the lower concentra-
tion of the European automobile industry, Fiat Auto’s dimension then resulted 
quite high. In this perspective, as a consequence, hypothesis 3 was confuted furthermore.  
 
6.2.   Strategic determinants 
 
In Table 9, results concerning the analysis of the strategic determinants are de-
picted. 
As depicted in the table, if one considers the TMT’s heterogeneity as the 
annual gap from the TMT’s overall average amount, heterogeneity decreased 
from 1997 to 1999 (in this period also Fiat’s performance worsened); it in-
creased from 2000 to 2005, with the exception of 2003 (in this year heteroge-
neity relevantly decreased). Furthermore, in 2005 heterogeneity was about 5 
times more than in 1997 (210.9 points versus 48.7 points). In other terms, het-
erogeneity basically increased in those years in which Fiat’s performance was 
the most positive (2004 and 2005).  
On account of this, from the theoretical background hypothesis 4 was de-
rived: if the TMT’s heterogeneity increases, performance is more likely to in-
crease. At first glance, hypothesis 4 seemed supported by the empirical results.  
Heterogeneity, however, had already started increasing since 2000 and con-
tinued to grow in 2001 and 2002. In these years, as is known, Fiat’s perform-
ance relevantly worsened, reaching a minimum point in 2002. From this evidence, 
as a consequence, hypothesis 4 resulted partially rejected.  
In this regard, a possible explanation is that a relevant lead time took place 
between the Fiat’s strategy planning in the period and its effectiveness on the 
firm’s results, as introduced in the theoretical background of the paper
11. 
________________ 
10 Furthermore, Fiat Auto’s performance decreased between 1997 and 1999, consistent with 
the automobile industry trend; in the period 2003-05, however, the firm’s performance in-
creased, in contrast to the trend of the Italian automobile industry. 
11 In this perspective, other evidence could be found in 2003. In this year, performance in-
creased, but the value of TMT’s heterogeneity was among the lowest in the period, namely the 
second. In this regard, one could notice that in 2003 the role of the Chief Executive Officer 
was officed by Giuseppe Morchio, whose previous tenure in the firm was equal to 0. This 
probably affected the TMT’s annual overall value.  16  G. ABATECOLA 
 
Furthermore, the relationship between the TMT’s turnover and the firm’s per-
formance was explored. In this regard, data interpretation was quite simple. 
The roles of the Group’s Chairman and Chief Executive Officer, together with 
the roles of the Fiat Auto’s and Ferrari’s Chief Executive Officer were officed 
by the same people in the period 1998-2001. When the crisis burst out, the Fiat 
TMT radically changed, with the only exception of the Ferrari’s Chief Execu-
tive Officer, whose role was always officed by the same person. When Fiat’s 
TMT changed, the firm’s performance improved.  
On account of this, the relationship between the TMT’s tenure and the 
firm’s performance was explored. In the period 1997-2002, furthermore, all the 
TMT’s most relevant roles were officed by people whose tenure in the firm 
was high. From the theoretical background hypothesis 5 was derived: if the TMT’s 
overall tenure increases, the firm’s overall performance are more likely to decrease. In this re-
gard, results seemed to support hypothesis 5.  
In the end, some evidence concerning the possibile relationship between 
Fiat Auto’s crisis in the nineties and its past competitive success was produced. 
Fiat’s performance temporarily upturned between 1994 and 1997, due to the 
great commercial success of the «Punto» car, which was launched worldwide in 
1993. In this regard, scholars evidenced that, in the following years, Fiat wasn’t 
able to repeat the Punto’s success through the introduction of an equally suc-
cessful car model (Vaccà, 2003)
12.  
 
7.   Discussion and implications for further research 
 
The paper explored the possible determinants of a firm’s crisis through the 
«organizational adaptation» perspective. The research tested a recent research 
framework through the case study of the Fiat group’s crisis in the nineties.  
First of all, for what concerns an effective interpretation of the «key factors» 
affecting  Fiat’s  performance  in  the  period  1990-2005,  the  empirical  results 
were not all convergent, as shown in the previous section. On account of this, 
the research could be deepened through a comparison with other case studies 
in the automobile industry, such as the recent crisis of General Motors, Ford 
and Daimler-Chrysler. On one hand, the comparison could probably give a 
better understanding of some specific Fiat crisis’ determinants whose interpre-
tation was not quite simple in the current analysis. On the other hand, it would 
________________ 
12 Field interviews could result useful to deepen this point.  Crisis in the European Automobile Industry   17 
 
 
help to understand if some critical determinants of the Fiat’s crisis could even-
tually be extended to the recent problems of the automobile industry.  
Furthermore,  although  in  this  paper  the  research  framework  was  tested 
through a single case study, a preliminary evaluation of the focal points of the 
model seems helpful for further research on crisis issues.  
As introduced in the theoretical background, the model has a direct link 
with those perspectives which argue the organizational adaptation process to 
be determined by an orthogonal relationship between environmental determin-
ism and managerial voluntarism. The model looks at a firm’s crisis as the fail-
ure of the «organizational adaptation» process. To fully understand this failure, 
external and internal determinants have to be contemporarily examined.  
On account of this, external variables in the model, both at environmental 
and ecological level, seem effective to the aim of understanding crises in an 
«industrial economics» perspective. Furthermore, for what concerns ecological 
variables, the concept of «technological niche» which underpinned the current 
analysis could be extended to the concept of «technological market niche». 
«Technological market niche», in other terms, would define the overall niche, 
the market center and the position of each player not only in terms of sole 
productive capacity, but also taking into account the effective volume of cars 
sold. 
However, in the strategic section of the model other exploratory variables 
could be taken into account, such as: the firm’s productive capacity and its im-
pact  on  performance  in  terms  of  productive  efficiency  and  economic  effi-
ciency; the R&D expenditures; the financial structure and the rate between ex-
ternal debt and internal equity; the growth and cooperation strategies; other 
organizational variables such the level of internal differentiation and integra-
tion among the firm’s units. The causal relationship between these variables 
and the psychological and strategic and external elements already illustrated in 
the model could then be deepened.  
Furthermore, deterministic and voluntaristic variables could be specifically 
put into correlation through specific statistical techniques. Their parallel effect 
on the overall organization adaptation failure could be estimated. In this re-
gard, the overall effect could be: a) on one hand, the mutual reduction of the 
influence that each variable, if taken into account individually, might have on 
the overall organizational adaptation failure; b) on the other hand, the mutual 
amplification of the overall organizational adaptation failure; c) in the end, the 
specific hypothesis which, at first glance, one could define as «mutual ineffec-
tiveness», although this hypothesis seems apparently the least likely to occur. 18  G. ABATECOLA 
 
In the end, other research perspectives on crisis issues might be considered 
with the aim of further implementing the theoretical framework tested in this 
paper. The model, for instance, might be put into correlation to those man-
agement  perspectives  which  explicitly  explore  the  temporal  dynamics  of  a 
firms’  failure.  In  these  perspectives,  some  scholars  conceptually  distinguish 
situations of decline of a firm’s economic and financial performance from those 
situations in which the firm’s crisis, which in some cases could be triggered off 
by a specific internal or external event, definitely bursts out into the external 
environment (Guatri, 1995). This possible extension of the research framework 
is depicted in Figure 3.  
In the figure, more deeply, one could observe the key role given to «mana-
gerial perceptions». On one hand, managerial perceptions are connected to ex-
ternal  and  internal  determinants  through  bidirectional  arrows; on  the other 
hand, they are connected through a dotted arrow to the initial firm’s decline 
and to the lack or ineffectiveness of well-timed corrections whenever the firm’s 
decline becomes continuous.  
In the end, the relationship between the managerial perceptions and the in-
ternal/external determinants of a firm’s crisis might be put into correlation to 
those  organizational  adaptation  perspectives,  introduced  in  the  theoretical 
background of this work, in which determinism and voluntarism are consid-
ered as orthogonal variables and, as a consequence, the dichotomy between 
them assumes more convergent configurations. In this view, some scholars ar-
gue that the perspective in which one should consider orthogonality is not just 
static, but also dynamic. Adaptation, as a result, is a dialectic process which is 
characterized by a dynamic coevolution between a firm and the external envi-
ronment (Cafferata, 2007). In other terms, the intensity of determinism and 
voluntarism, as competitive forces, might be different and changeable over 
time if one looks at the overall firm’s life cycle.  
For what concerns crisis issues, as a consequence, managerial perceptions 
should put specific emphasis on the understanding of the dynamic nature of 
the relationship between the firm and its external environment. Different hy-
potheses, shown by the dotted arrow in Figure 3, derive from the comprehen-
sion of this nature, for what concerns the effective understanding of the de-
terminants of the initial decline and the following implementation of effective 
corrections  over  time.  In  the  end, the  proposed extension  of  the  research 
framework tested in this work might be useful for scholars and practitioners in 
order to improve both the ex post overall understanding of a firm’s crisis and, 
above all, its ex ante prevention. 





AGARWAL R., SARKAR M., ECHAMBADI R. (2002), “The Conditioning Effect of 
Time  on  Firm  Survival:  An  Industry  Life  Cycle  Approach”,  Academy of 
Management Journal, vol. 45, n. 5, pp. 971-994. 
ASTLEY W.G., VAN DE VEN A.H. (1983), “Central Perspectives and Debates in 
Organization Theory”, Administrative Science Quarterly, vol. 28, n. 2, pp. 245-
273. 
BOURGEOIS L.J. III (1984), “Strategic Management and Determinism”, Acad-
emy of Management Review,  vol. 9, n. 4, pp. 586-596.  
BROWN M. (1982), “Administrative Succession and Organizational Perform-
ance: the Succession Effect”, Administrative Science Quarterly, vol. 27, n. 1, 
pp. 1-16.   
BRUDERL J., SCHUSSLER R. (1990), “Organizational Mortality: The Liabilities of 
Newness and Adolescence”, Administrative Science Quarterly, vol. 35, n. 3, pp. 
530-547. 
BURNS T., STALKER G.M. (1961), The Management of Innovation, Tavistock Publi-
cations, London.  
CAFFERATA R. (2007), Lezioni di economia e gestione delle imprese. Razionalismo eco-
nomico e imperfezione dei sistemi, Texmat, Rome. 
CARROLL G.R. (1988), Ecological Models of Organizations, Ballinger, Cambridge, 
Ma. 
CHILD  J.  (1972),  “Organizational  Structure,  Environment  and  Performance: 
The Role of Strategic Choice”, Sociology, vol. 6, n. 1, pp. 1-22. 
CHILD J. (1997), “Strategic Choice in the Analysis of Action, Structure, Orga-
nizations and Environment: Retrospect and Prospect”, Organization Studies, 
vol. 18, n. 1, pp. 43-76. 
DE ROND M., THIETART R.A. (2007), “Choice, Chance and Inevitability in 
Strategy”, Strategic Management Journal, vol. 28, n. 5, pp. 535-551. 
DI MAGGIO P., POWELL W.W. (1983), “The Iron Cage Revisited: Institutional 
Isomorphism and Collective Rationality in Organizational Fields”, American 
Sociological Review, vol. 48, n. 2, pp. 147-160. 
DOBREV S.D., KIM T.Y., CARROLL G.P. (2002), “The Evolution of Organiza-
tional Niches: U.S. Automobile Manifacturers, 1885-1981”, Administrative 
Science Quarterly, vol. 47, n. 2, pp. 233-264. 
FREEMAN J.H., CARROLL G.R., HANNAN M.T. (1983), “The Liability of New-
ness: Age Dependence in Organizational Death Rates”, American Sociological 
Review, vol. 48, n. 5, pp. 692-710. 20  G. ABATECOLA 
 
GOPALAKRISHNAN S., DUGAL M. (1998), “Strategic Choice Versus Environ-
mental Determinism: A Debate Revisited”, The International Journal of Orga-
nizational Analysis, vol. 6, n. 2, pp. 146-164.  
GREENING D.W., JOHNSON R.A. (1996), “Do Managers and Strategies Matter? 
A study in Crisis”, Journal of Management Studies, vol. 33, n. 1, pp. 25-51.  
GUATRI L. (1995), Turnaround: declino, crisi e ritorno al valore, EGEA, Milan. 
HAMBRICK D.C., MASON P. (1984), “Upper Echelons: The Organization as a 
Reflection of its Top Managers”, Academy of Management Review, vol. 9, n. 2, 
pp. 193-206. 
HANNAN M.T., FREEMAN J. (1989), Organizational Ecology, Harvard University 
Press, Cambridge, Ma. 
HEATHER A. (1993), “Ghosts of Managers Past: Managerial Succession and 
Organizational Mortality”, Academy of Management Journal, vol. 36, n. 4, pp. 
864-881. 
HENDERSON A.D. (1999), “Firm Strategy and Age Dependence: A Contingent 
View of the Liability of Newness, Adolescence and Obsolescence”, Admin-
istrative Science Quarterly, vol. 44, n. 2, pp. 281-314. 
HREBINIAK  L.G.,  JOYCE  W.F.  (1985),  “Organizational  Adaptation:  Strategic 
Choice and Environmental Determinism”, Administrative Science Quarterly, 
vol. 30, n. 3, pp. 336-349.  
LAWRENCE P.R., LORSCH J.W. (1967), Organization and Environment, Division of 
Research, Graduate School of Business Management, Harvard University, 
Boston.  
LEWIN  A.Y.,  VOLBERDA  H.W.  (1999),  “Prolegomena  on  Coevolution:  A 
Framework for Research on Strategy and New Organizational Forms”, Or-
ganization Science, vol. 10, n. 5, pp. 519-534. 
MELLAHI K., WILKINSON A. (2004), “Organizational Failure: A Critique of Re-
cent Research and a Proposed Integrative Framework”, International Journal 
of Management Reviews, vol. 5-6, n. 1, pp. 21-41. 
MILLER D. (1990), The Icarus Paradox: How Exceptional Companies Bring About 
Their Own Downfall: New Lessons in the Dynamics of Corporate Success, Decline, 
and Renewal, Harper Business, New York.  
PAPADAKIS  V.M.,  LIOUKAS  S.,  CHAMBERS  D.  (1998),  “Strategic  Decision-
Making Processes: The Role of Management and Context”, Strategic Man-
agement Journal, vol. 19, n. 2, pp. 115-147.  
PETTIGREW  A.  (1987),  “Context  and  Action  in  the  Transformation  of  the 
Firm”, Journal of Management Studies, vol. 24, n. 6, pp. 649-670. 
PFEFFER J., SALANCIK G.R. (1978), The External Control of Organizations: A Re-
source Dependence Perspective, Harper Row, New York.  Crisis in the European Automobile Industry   21 
 
 
PUGH D.S., HICKSON D.J., HININGS C.R., TURNER C. (1968), “Dimensions of 
Organizations’ Structure”, Administrative Science Quarterly, vol. 13, n. 1, pp. 
65-105. 
RUMELT R.P. (1974), Strategy, Structure and Economic Performance, Harvard Busi-
ness School, Division of Research, Boston.  
SCHUMPETER J. (1942), Capitalism, Socialism and Democracy, Harper & Brothers, 
New York. 
VACCÀ S. (2003), La crisi Fiat, Economia e Politica Industriale, n. 118, pp. 5-6. 
VAN WITTEELOOSTUIJN A. (1998), “Bridging Behavioral and Economic Theo-
ries of Decline: Organizational Inertia, Strategic Competition, and Cronic 
Failure”, Management Science, vol. 44, n. 4, pp. 501-518. 
VIRANY B., TUSHMAN M.L., ROMANELLI E. (1992), “Executive Succession and 
Organization  Outcomes  in Turbulent  Environments:  An  Organizational 
Learning Approach”, Organization Science, vol. 3, n. 4, pp. 72-91. 
VOLPATO G. (2002), “Una crisi che viene da lontano. Il marketing strategico di 
Fiat Auto”, Economia e Politica Industriale, n. 116, pp. 63-86.  
VOLPATO G. (2004), Fiat Auto. Crisi e riorganizzazioni strategiche di un’impresa sim-
bolo, Isedi, Turin. 
WHITTINGTON R. (1988), “Environmental Structure and Theories of Strategic 
Choice”, Journal of Management Studies, 25(6), 521-536  
WIERSEMA M., BANTEL K. (1992), “Top Management Team Demography and 
Corporate Strategic Change”, Academy of Management Journal, vol. 35, n. 1, 
pp. 91-121. 
WOODWARD J. (1965), Industrial Organization, Oxford University Press, London.  
 
 22  G. ABATECOLA 
 
Tables and figures 
 
Table 1: Fiat group’s performance, 1993-2002 (million Euro). 
 
 
  1993  1994  1995  1996  1997  1998  1999  2000  2001  2002 
Revenues  28,2  34,0  39,1  40,2  46,3  45,8  48,1  57,5  58,0  55,6 
Operating income  -433  1,4  1,7  932  1,8  746  788  855  318  -762 
Fiat Auto income  -858  221  420  243  758  -108  -121  44  -549  -1,3 
Net income  -921  522  1,1  1,2  1,2  621  353  664  -445  -3,9 
Net debt   2,7  1,1  1,3  1,1  (1,3)  (1,4)  4,0  6,4  6,0  3,8 
ROS  -2%  4%  4.4%  2.3%  3.9%  1.6%  1.6%  1.5%  0.5%  -1.4% 
ROI  -3%  10.2%  12.3%  6.3%  12.2%  5.4%  4.8%  4.2%  1.5%  -4.7% 
ROE  - 10  5.4%  10.3%  10.5%  9.9%  4.7%  2.7%  5.1%  - 3%  - 40% 
Source: Fiat group’s consolidated balance sheet and income statement, 1993-2002. 
 
 
Table 2: Fiat group’s performance, 2002-2006 (million Euro). 
 
  2002  2003  2004  2005  2006 
Revenues  55,6  47,3  46,7  46,5  51,8 
Operating income  (762)  (510)  22  2,2  2,0 
Net income   (3,9)  (1,9)  (1,6)  1,3  1,06 
Fiat Auto’s income  (1,3)  (979)  (840)  (281)  291 
Source: Fiat group’s consolidated balance sheet and income statement, 2002-2006. 
 
 









              Source: Elaboration on Fiat Auto’s data, 1993-2005.24  G. ABATECOLA 
 
 












Source: Elaboration on UNRAE’s data, 1996-2005. 26  G. ABATECOLA 
 
 
Table 6: The Italian automobile industry: market share per car fuel, 1996-2005. 
 
 
      Source: Elaboration on UNRAE’s data, 1996-2005. 
 




Table 7: Evolution of the average international oil price, 1990-2005. 
 
Source: Italian Oil Unon, 1990-2005. 28  G. ABATECOLA 
 
 
Table 8: Ecological variables. Descriptive statistics of the density of the auto-








Table 9: Heterogeneity of the Fiat Group’s TMT composition (1997-2005): 
descriptive statistics. 
 
Year  1997  1998  1999  2000  2001  2002  2003  2004  2005 
TMT  1166.4  1154,1  1140  1164  1188  1260.6  1144  935.65  906.8 
Average 
 amount  1117.7  1117.7  1117.7  1117.7    1117.7  1117.7  1117.7  1117.7  1117.7 
Heterogeneity  48.7  36.4  22.3  46.3  70.3  142.9  26.3  182.1  210.9 
 
 




External determinants  Internal determinants 
Environmental changes  
 
•  Macroeconomic  
•  Demand 
•  Regulatory  
•  Technological  
Ecological 
 
•  Population density 
•  Technological niche 
•  Firm’s dimension 
•  Firm’s age 
•  Industry life cicle 
Strategic 
 
•  (TMT)’s composition  
•  TMT’s tenure 
•  TMT’s turnover 
•  Firm’s past performance  
Psycological 
 
•  Managerial perceptions  
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External Determinants  Internal Determinants 
Environmental changes 
 
•  Macroeconomic 
•  Demand 
•  Regulatory 




•  Population density 
•  Technological niche 
•  Firm’s dimension 
•  Firm’ age 
•  Industry life cycle 
Top Management Team 
 
•  TMT’s composition 
•  TMT’s tenure 
•  TMT’s turnover 
•  Past performance 
Managerial 
perceptions 
FIRM’S CRISIS  
Strategic-Organizational Variables 
 
•  Growth Strategies  
       (possible internationalization)  
1.  Horizontal Expansion 
2.  Vertical integration 
3.  Diversification 
 
•  Stability Strategies 
•  Cooperation Strategies  
       (networks or strategic alliances)  
 
•  Investments in productive capa-
city 
•  Investments in R&D 
•  Financial Policies 
•  Marketing Policies 
 
Decline 
Lack of effective responses 
(Triggering event)  McGraw-Hill 
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